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Legislation to Protect Storage-warehouse
Receipts
By Albert C. Adams

Under the law in effect in many states a warehouseman doing a
general storage business is required, upon request of the customer,
to issue a negotiable warehouse receipt which shall stand for and
carry the title to the goods deposited with him for storage. At
common law warehouse receipts are not negotiable and are made
so only by special statute. Even then they are not governed
by the peculiar rules of the law, and become negotiable only in
a limited way. By the uniform-warehouse-receipts act, now
adopted by many states, a warehouse receipt may be issued as a
non-negotiable or as a negotiable instrument. It is usually pro
vided that receipts shall be considered negotiable if drawn in the
form of a negotiable document, even though stated or stamped as
non-negotiable. If drawn so that the goods are deliverable either
to bearer or to order, such instruments are negotiable; if drawn
deliverable to a certain named person they are not negotiable,
although assignable.
A warehouse receipt made negotiable passes with greater free
dom from hand to hand than does one non-negotiable. This is so
chiefly by reason of the fact that the transferee of a negotiable
receipt does not need to notify the warehouseman of his acquisi
tion of title, while the transferee of a merely assignable document
acquires no rights against the warehouseman except upon notice.
Likewise the holder of a negotiable receipt, in the enjoyment of his
rights to the goods represented, is not subject to certain defenses
that otherwise would be good.
Although a warehouse receipt is said to be negotiable as an in
strument of title, it can not be classified with cheques, bills of ex
change or promissory notes. Neither can it be made subject to
the peculiar law that governs true negotiable instruments, except
to a limited extent. Bills of exchange, cheques and promissory
notes call for the payment of money—and not any particular
money. Warehouse receipts call not only for goods, but for par
ticular goods, in which some person may have a title which is not
apparent, as, for instance, when they have been stolen from him.
If a warehouseman issues a receipt negotiable in form, he
must know that the document may be negotiated. Consequently
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the goods must not be delivered except upon proper presenta
tion of the receipt. If, however, the instrument is non-negotiable
he is not bound to assume that the receipt will be transferred and
he may therefore deliver the goods back to the depositor, even
though the receipt be not properly surrendered, unless he has had
due notice of its transfer.
A transferee of a negotiable warehouse receipt obtains the title,
if any, which the party had from whom he acquired the instru
ment, although that party may have transferred it in breach of
trust or may have himself acquired it by fraud or duress.
The warehouse receipt is evidence of the contract between
the warehouseman and his depositor, and nearly always the
relationship of the parties can be clearly established. Doubts
arise only where the draftsman was inept in his choice of language
or had no clear theory of the legal result to be achieved. Courts
are therefore called upon to construe contracts wherein the legal
expression of the agreement is incomplete or is ambiguous, and
from those terms upon which the parties were articulate endeavor
to ascertain their probable intent with respect to the terms upon
which they were silent. The grain warehouse and elevator cases
show how the courts have met this problem. A customer who
stores wheat in a warehouse or elevator loses title to the specific
wheat delivered, when that wheat is commingled with other wheat
of like kind and grade. He becomes instead a tenant in common
of the whole mass, and shares proportionately in all the wheat in
the warehouse with which his wheat might be lawfully commingled.
His warehouse receipt evidences his ownership and title. His
right is a property right, not a mere contractual claim, and the
warehouse is considered a mere bailee of the wheat. The uniform
warehouse-receipts act states the rule: “If authorized by agreement
or by custom, a warehouseman may mingle fungible goods with
other goods of the same kind and grade. In such case the various
depositors of the mingled goods shall own the entire mass in
common and each depositor shall be entitled to such proportion
thereof as the amount deposited by him bears to the whole” (sec.
23). An Iowa court stated the rule with more precision: “We
think, then, that a depositor becomes a tenant in common of all
the grain in the elevator with which his grain may properly be
mixed, and he may demand the satisfaction of his receipt out of
any or all such grain” (Sexton & Abbott v. Graham, 53 Iowa 192).
Other American cases hold to this theory, and it seems clear that
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title to the wheat itself is vested in the depositor and may be
asserted as in any other personal property.
A slight change in the terms of the understanding completely
alters the legal nature of the transaction. If upon surrender of
the warehouse receipt and payment of charges the warehouse or
elevator has the option either to re-deliver wheat of like amount
and grade, or to pay the then market price in cash, or to deliver
other wheat with a monetary adjustment, then the courts look
upon the transaction as a sale. Title to the wheat passes to the
warehouse at the time of delivery, while the farmer retains a mere
contractual right to a sum of money to be later determined or, at
the option of the warehouse, to a specified amount of wheat.
The test appears to be whether the holder of the receipt or the
warehouse has the option and can dictate when the commingled
wheat can be severed from the mass and disposed of. Warehouse
receipts issued by country warehousemen are seldom explicit upon
this point, with the result that receipt holders seldom enjoy the
benefits to which they are apparently entitled as holders of negoti
able instruments of title.
Passage of title is purely a question of intent, and there seems
no logical reason why the parties should not agree that the ware
house should be a bailee with an option of purchase at the market
whenever the holder of the receipt shall call for his wheat. Provi
sion might be made for the wheat deposited by each farmer to be
commingled with other wheat of like kind and grade; that each
farmer would hold a proportionate property interest in the undi
vided mass; that the undivided interest evidenced by a particular
receipt could be severed from the mass and disposed of only upon
presentation of the receipt; but that upon presentation of the
receipt the warehouse would have the right to purchase the wheat
at the market. There is no reason to doubt that such an agree
ment, if explicitly stated, would be given effect. If written upon
the statute books, it would without doubt greatly enhance the
value of grain-warehouse receipts as a medium of collateral mar
keting credit.
It will doubtless be argued that present laws are sufficient in all
cases save perhaps that of wheat, which is capable of being readily
commingled and must often be so treated. It may be contended
that the depositing of wheat, or cotton, or tobacco, or any other
commodity in a warehouse in a special pile or bin constitutes an
act of bailment. Such argument is successful only when it can be
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clearly shown that the agreement between the parties im
plied the return of the identical goods upon surrender of the
receipt therefor. But if it be conceded that present practice as
sumes bailment under existing conditions, then a statute explicitly
stating that bailment can injure no one will remedy the defect
now present in receipts covering fungible goods that are com
mingled.
In some states the warehouseman acts in a dual capacity. In
one he is a public warehouseman; in the other he is a merchant,
trading in the goods which he stores, and often buying goods for
which he has issued his own receipt. This arrangement has
developed through custom and seems to be a convenient one. It
need not be disturbed, for there seems to be no reason to deny the
warehouseman the privilege of trading in goods of which he is the
bailee. But the question as to whether he is in fact a bailee or
has only assumed a contractual obligation is important. If he is
a bailee he has no title to the goods. Purchasers who buy from
him are put on notice, and may require evidence of title other than
mere delivery of the goods. Warehouse receipts are then good,
and the holder thereof is not at any time deprived of his rights to
ownership.
Warehouse receipts which are subject to construction so as to
relieve the warehouseman from the trust of a bailee fail in their
purpose. The title having passed with delivery of the goods, the
holder of a receipt therefor finds himself the beneficiary of a con
tractual obligation, valid in so far as the warehouse is concerned
and as its financial responsibility permits. The negotiability of
warehouse receipts is thereby greatly impaired if not destroyed,
and the problems of efficient and intelligent marketing materially
increased.
Agricultural products of the United States form a large part of
the property ordinarily stored in public warehouses. It is of the
utmost importance to the business, financial and agricultural in
terests of the country to uphold the practical working of the uniform-warehouse-receipts act, whose valuable provisions were most
evidently intended to promote the negotiability of mercantile
documents. To this end adequate legislation seems not only
prudent but necessary.
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